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We have completed our coneideration of your application for exemption under , 
section 501(a) of the Internal Revenue Code aa an organization described in 'I 

*'. section 501(c)(7). , . - ' C )  . t . . : I  r . . . ,  

You were incorporated *************** under the nonptofit statutes of the Stkteiq ::* . 
' I  . 

of ********. According to a miaeion statement dated **** ********* * pou'ikre ..*:I :. . d" ., 
formed to diaaemi***************information to those paraom 'or organizatiane : ,1:* 141 .,I. 

intereated in the************* airplane,specifically, annual md,ntsknce : ' < . A ; .  
" .  

~" s .  ' 

seminars and publications which aet out the moat recent g o v a ~ n t , . d ~ t i v d e  ' .' : 
for the operation and maintenance of thia specific airplane. The shtement goo8 
on to eay that you were formed because thia information is not available fran .. . 

.* 
m y  other aource. It further state8 that you hold annual conventions for ..: 

members. The conventions are designed for members to diacuss their cobmon 
interest8 of ************* ownerahip and/or owration. The agenda is geared to 
provide iafomtion regarding the ************* airplane to members and to .. 'keep v 

them current on all matters 
pertaining to the ************ airplane. Your application, in deecribing'yan. 
activities, restates the above.' . , 

Membership is open to any individual or firm who own8 or operatea ************ 
aircraft or has an interest in own***hip or operation of the **********e . 
Aircraft. You have apprcximately**** members. Memberahip dues, according'to a 
membership application, are $****for a general individual membership, Nonvoting 
commercial or corporate memberships are also available. Within the organization 
 yo^ have the: following committee&: 
Sewsictter and Newsletter Advertisine Committee. Maintenance CaDPrittee, Safety 
and Training Committee, Insurance Committee, Memberahip Committee, and Annual 
Hesting Committee. 



You wbliah quarterly and distribute to membere a magazine which containa 
features and technical articles abut aviation ar;d **************
aircraft. The rn~gazine alao containa a subtstantial amount of advertising. 
You also distribute a membership directory. Your annual convention is a ***** 
day a£ fair. About *** memtara attended the last one. The convention canalst8 
primarily of technical semjnars preaentcd by experts in v a r i u  fielde. There 
are oome plarlned social activitiea held during the eveningti such aa cocktail 
hours and dinners. Vendore also attend the convention and mombars have the 
opportunity to meet with them. The day after the convention mqDbbrs had the 
option to participate in a flyout to mother oity as an overnight bocial 
function. The m u a l  convention ia the only planned activity where manbere m t  
and commingle. 

Croee receipts for ***2, your first full year of oper(ltion, inoluded $****** in 
dues, $***** in contributi***, $***** in advertising income, $******** in  
convent j on receip******d $*** intereat income. Bxper******cluded $****** for 
magazine costa. $****** in convention expenses, and $****** in administrative 
and other expenses. 

I 

Section 501(c)(7) of the Code provides for the exgmption from federal income tax 
of clubs organized for pleasure, recreation, and other nonprofitable pulp6se8, 
substantially all of the activitiea of which are for such 1;x;lrpoaes and no part 
of the net earnings of which inurea to the benefit of any private shareholder.. . , ~ 
Section 1.501(~)(7)-1Ia) of the regulation8 provides that the exemption provided 
by sect ion 501(a) for c ~*ganizatione described in eeotion 501 (c ) (7) applies only 
t j  cltlbe which are organized and operated exclueively for gleawu~e, xwreatid, , . 

and other nanprofitable purposes. but doe8 not apply to any club i f  any p& of 
i+,s net earnings inures to the benefit of any private shaxwholdsr. In'gemral, 
thia exemption extends to social and recreation club8 which are supported sqlely 
by mernberahip fees, dues, and aaeessments. However, a club otherwise entitled to 
exemption will not be disqua1if;ied becauee it raises revenue frvw mbem . 
through the use of club facilities or in connection with club activitiee. 

Tne Service has long held that the term "other nonprofitable purposes" means 
other purgoses similar to pleasure and recreation. For example, Revenue Ruling 
6::--190, 1963-2 C.B. 212 held that an organization which operated ae a social 
ciub.  and in addition provided for sickness and death benefit8 for its members, 
w ; l ~  110t operated exclusiveiy for the punssee stated in section 501(c)(7). 
?rljviding sickness and death benefits waa not a purpose similar to pleaeure and 
recreation. Also see Revenue Ruling 69-527, 1963-2 C.B. 125, which held that a 
soc ia l  club formed to a~aist ita members in their bueiness endaavore through 
study and discuss ion of problems and other activitiea at weekly luncheon 
~leetings did not qualify for exemption. The organization was held not to be 
#,rerated exclusively for. pIeasure, recreation, or other* similar eocial purposes 
!.ecituse its social activitiee were incidental to i te other activitiee designed 
.io aid its members in their individw l businesses. It 'was not operted 
exc Iusive ly for 501 ( c ( 7 ) plrpotlea. 



Tne tern  "club'* aa used in section 501(c)(7) h p l i a s  the ex i s t c rw of personal 
contact, couingl ing ,  and fellowship among members. Generally, the Zack.of , 

commingling of members is an indication tha t  the babic ~rr lpm of the . , , . 1,. 
organization is only t o  provide personal services, goods or benefi ts  '& ' 
members in  e. manner which may be simrilw t o  commercial counterparts. Eias 
Revenue Ruling 69-635, 1969-2 C.B. 126, which held thaO an automobile olub whose 
principal ac t iv i ty  i e  rendering automobile aervicee t o  i t8  m b r a  but, has p6 
significant social  activities doea not qualify for  empption uncbr sdcrt-'~'., 
f,Ol(c )(7) .  Furthermore, in  order t o  qualify for, exmption irndap, d i m  , 
501 ( c )  (7 )  of the Coda, a commingling of members wt play a r~aGrial' -)in the 
a c t i v i t i e s  of the organization. See Revenue Ruling 58-669, C.B. '1968-2,-.!$%8. 
Thua, a f lying olub providing ecoromioal flying f a c i l i t i s a  f o r i t e  momberrr, h t  
having no organized social and recreational progmm, did not qualify for 
exemption b e c a w  the aole ac i t iv i ty  of the club rqndoring 
scrvicea t o  i t a  individual member8 and there war, no a@if icant cba~mirdlLng 
of its membre. See Revenue Ruline 70-32, 1970-1 C.B. 132. However, a flm 
club did qualify for  exemption where the members Jointly participated in the 
hobby of flying for  plearrure and recreation, and there ,nu  coastaat ' . . 
~erson-to-wrson u s x i a t i o n  among the memhera. See Ruling 74-&, * 

1974-1 C . B .  137. i 4 , . .  
I .  
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I n  your caae, we have determined tha t  you are not operat& b x u l u n i ~ e l ~ ' f 0 r  .. ?'.,. 
social or  recreational purpoaea. Based on our review ot:paur application, ycm 
are operated for  the ~urpose of impmringt members' effloi~nby inatha maintenance 
and operation of a particular b**** ** aircraf t .  Members meet only anpe a year 
for  a convention and leas than ******* of the mombrahip . .  i I a .  .. , I .  
actually attended the l a s t  one. While the ann~l convantion iidi~dea acme " 
social act ivi ty,  the ac t iv i t i e s  conducted them pr imi ly  involve the '. > *  . * , 
presentation of technical material through eeminara a d  like activities. 

; 

A3 indicated in the rulings above, the col~rningling of pembel.8 on a'mgglar h i 8  
f o r  the purpoae of engaging in social ac t iv i t i e s  muat bs a mhterinl jar2. of 
operations to  qualify under section 501(c I! 7). Also, sacial actlvikia$ 'nuat be 
msre than only incidental. Your aocial ac t iv i t i e s  are incidental to'your ot!!r 
programs and your members do not ccmingle for social &wposes s igaif icant ly.  
Accordingly, we have determined that  you e;.e not organized and operated 
exc~usively for pleasure, recreation, and other nonprofitable purposes within 
t h e  meaning of section 501(c)(7) of the 3Code. Accordingly, recognition of 
tax-exempt s ta tus  is denied. You should f i l e  federal income tax returns. 

i f you agree with these conclusions or  do not wish t o  f i l e  a written protest,  I 

pii?ase sign and return Form 6018 i n  the enclosed self-addressed envelope aa txmn 
ss ~ o a a i b l e .  I 



If you do not agree with theee conclueione, you may, within 30 days from tb 
date of thie l e t t e r ,  f i l e  in  duplicate a brief of the facts, law, and ar-t 
that clearly se t s  forth your poeition. If you desire an oral  discussion of the 
iaaue, pleaee indicate thia in  your proteet. The enclosed Publioation 882 gives 
i~mtructiona for f i l i n ~  a proteet. 

I f  you do not f i l e  a proteat with th i s  office within 30 day8 of the date of thir 
report o r  l e t t e r ,  th i s  propaad determination w i l l  bs~oaas final.  

' I 
I t you hbve any quastions , you may eontact the psrmn whom na&, a W r r u  and 
phone numbor appear at the top of thie le t ter .  

******** *** 
* ***** ** **** 

~ i a t r i c t  Director 

Encloeuree: 
Pub1 icat  ion 892 
Form 6018 


